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ABSTRACT — . . ^ 

This paper attempts to examine for the State of New 
York the merits of a district power equalizing formula whencit is 
compared to full State funding o^ a uniform expenditure ^vel. The 
author argues against full State fuhding because he believes that the 
_jLet effect of many iirdependent decisions that af^gct small groups of 
children is preferable to a single . decision ma^de at the State level, 
and that cost variations among districjts preclude setting a single 
expenditure figure for the entire State, As an alternative, the 
authop proposes a school finance program that includes a minimum k 
support program below whiCh no district may spend, a discretionary 
ranae of expenditures supported by State and local funds according to 
the jpower equalizing concep^t (including a negative aid provisions)^ 
maximum support level beyond which tie district m^y spend, and special 
aids for extroardinary educational needs, (Author/DN) 
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Cn Ajg'^st 3j, U^71 , tnc- Supt'c;.'"-.'? Cc^ri of Ca.Ucrnia runJL're:^ ^ 'accfsion 
iri ihc cuse^or Sorra.'^o v. ?ric:i,t r.'.-ii ch h:: the' pol-.-^t ia] of revoljtioni^ing ^ 
the finjrcia] basis of {.-.Ijmc eJiiCt-nc". "in iho UnitotJ St^Kes/ The court 

since it int'i "0:0 ly '►••'''^f'' e-J^-'-Lit: cn , cb.'Kjr.ly 

. ■'■ :" t c u chi es J : c 'V a : ^ r. i o-.i n t .;j 1 i r. >- 0 s t , i' 0 r t r; re j n v.'e 

hcvc expltiiro'J in dcricil, this syit-: i cjr'JiticrV; t;>3 , 

■ full cnti tlc'"".c'".t to s'jch intc-rcit cr woalih, clj-^sifies 

i It. tl^ ci p i on t?i c n t n s i;as i s a : t e i r co ] I c! c : i v^-^ d r i u ence 

ci'j '■■:kp: t"; c.ility or" 5 c^iiVs o-ucn-;c:: Cc:.-',J upon . ■• . . 

t:,;j rv.cj;":.-^ cr" :]is sc^col <:i:C'r;c: cn 
tro ;:-Cr>c::Lc:< c; nis p.-^r-cr.^:: , ' irj c^cn ti- 

rjrcir.'j sy ;:>:•::" p^-L'Sc-rtly cC-'ti t-ti-d is not nt'ccz-sary * 
to tr;0 3t:2i :";r-jnt. of any cc.-'zc-r. i n;; stctc- i r. teres t. 
Since it Jcus r.ot v/ithsLand ih;.* re;jisit'' "'stricL \ 
scrutiny," it ''enios to the pliir.tiffs and 0 triers simi- 
larly situated tha OQw-al protection of th.o la.'.s. If 

^th'j cjllcgji;:ns of tr,o co-"'Juiint are SLStained, the 

*fir;a;-.:l3l -s^^t-:" ::jst ^ anJ iho statutes cc:::prisirig 

■ it ~ust t:^ four;:: l^;- ccn^ti tuticr.al . 

Except f:r ffav.'dii v.hich functions as a single school d-^strict, every 
st^te including Uew fork could be. subjected to siuJlar chargjs and to si^^ilui* 
rulings. Close on the heels of the California decision ca.ve^ others of the' 
sj'i nature in Mi nr.osota , Texas, Arizona, and !;cw Jersijy. In the first suit 
br...:,rt in ^-..i York State, the court ho;d that the plaintive lacked d suffi- 
cient co";plaint and that tnis v-zas a iiiatter of legislative prerogative. A 
-second suit is now before th-s 'court. The Texas case, B-9i!lJ.QM£^_ ^' 

^ ^"^^1- ?i' ^ ^1 ^921' District, has been appealed to U,S. Suprer^e 
CoL.ri. nrTLnTr.'j is .expected in the fall. New York joined with several. ..- 
other states to plead for the reversal of the lower court decision. Re^jafd- 
less of the outco;iia, the challenges of existing financial syr>tcn^s will con- ^ 
tinL,e, not only in the courts but also in legislative bodic'^. 

Even '.,it;-.out juJiciul press up, it would be iinperativc to roexa:nine 
tno r.ierits of the pre/ent and proposed school finance procedures in the ^ 
light of broadened definitions of equality of educational opportunities 
bro-;ht about by the heightened social awareness of existing inequalities 
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and /he harm they bear f^^r^^fut-^ re ^ane^afions , Th^ Fleischmann'CcrrniS'icm 
did precisely this in rocor*:ner.dir,g full state funding of a unifom expondi- 
,tura level J In so doi^.g, it analyzed and rejected an alternative apprti^ich • 
to e<k;ajity--distrf ct power equalizing. The purpose of this paper is to 
take another look at the r.arits of a district power equalizing foirniila with 
the thought in mind that the CoinTiisslon inay hav^ under-estimated Its pocen- ' 
tial. .The paper will review the missions of school financial structures /nd 
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•the well documented inequities of the present systen. It v.il> discuss some 
of the shortcomings of the Fleischmann Co;r-'nission recorr-Tendati^ns and wilj 
present an alternative approach - power equalization with absolute expendi- 
ture limits. Data are for the' 1970-71 school year unless otherwise indicated. 

Missions of statq aij to schools . The state constitution clearly 
specifies ed-jcation as a function of state government.^ Historically, Now 
,York »found it useful to sjjbdivide into school di_stricts tc carry cn this 
function, partly out of administrative necessity and partly out of a 
deliberate strategy to encourage the spread of public schooling in a period 
when school attendance was voluntary and formal schooling v/*5~A0t closeTy 
linked to'persona"! success. In dividing the state into school districts, 
Jjnequit^s timong the subdivisions v/ere inevitable in wealth of local units» 
W^catloral aspirations of the citizens, leadership, etc. State aid and 
general state supervision were looked upon as means for reducing the re- 
sulting inequities, i-e., to "equalize"- 

The meaning of equalization will vary according to ifa^jser. It may 
Vefer to inputs to the educational process (the amount of resou^^s allocated ' 
to each child's education); it may refer to outputs. (a stsndard of perfor- 
fi.unce to bo ^"it by graduates of tiie educational process).-, or jt nay 'refer to 
effort (the proportion of avaiVable resources whiph are required by public ■ 
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school institutions). Equalized performance standard5'"*( outputs ) ipply that 
moire resources (inputs) will have to J3e allocated to the edjcation of sc.Tie 
chi;)dren than to others. By the same'^token, equal inputs to the educational 
prdcess may yield unequal levels of,, performance. Equalized effort may result 

/ ' . ■ ■ r. 

in poth unequal inputs and unequal outputs. , « 

New York State has long express.ed allegience to the concept of equal 
educational opportunities. Its manifestations have changed with changing, 
social conditions. This was a basic objective of tha' corrjnon school movement 
of*^he 19th century^. Early in the 20th century the state recognized that 
the conirwn school equalized opportunijbies (inputs) only within a district ♦ 
and not anong districts. Many school districts, especially those In^rural 
areas, were unable to support what was t^nred an adequate mi nimujn educational 
prog rani because of district poverty. A Foundation Aid Program was imple- 
fr.ented in 1925 expressly for the purpose of assuring all children in the 
state access to at least such a minitmjm standard. As long as equality, was 
defined in tfrms of minimum standards, variations in additiorral expenditures 
were not viewed as-being inec;y.i table. 

The foundation program approach was desi'tjned to equalize i.nputs and 
effort: , Through the sparcity correction, however, the state recognized.. that 
equal- inputs (i.e., properly qualified teachers and specialists) cost' more 
in sirall districts than in large ones because of the economies of 'scale / 
realized by the latter. In recent years the state has become- increasingly 
cognizant of equalizing outputs. Special' aid to children wittv educational 
dls^abilities including dist^ce frc*7; school (transportation aid) represents 
a shift in this directiin. The federal compensatory education programs,, 
especially ESEA Title I, are othe^f attempts at equalizing outputs with 
unequal inputs. 



Functionally, equality of educational opportunity in this state has 
been defij^ed for a rura.l ^setting, Thjs perfectly appropriate when the 
foundation program approach was adopted because at that time the most serious 
depri va^iWT72?s<jn the country. In the hclf century since thon, the st^te 

^>ert gone through nj^hing short of a demographic revolution.. It has- r.Dved 
fronj a politically^da'ninant small town/rural population with a few large 
wealthy urban* centers to a lar5e wealthry suburban population centered around 
poor urban cores. AccoTvDOdations in school financing have been r.ade to this 
massive population, shift within the structure of the existing formula while, 
a whole reorientation and. re,structijrtng of the system is called for. The 
principal a.ccominodati on has been the 14Vge proportion of "tax broadening" aid 
which tf^s been b^jilt into the fSun^aticn forirula. 'Tax broadening aid Is de- 
signed to, shift schooKsuppoj^t frorn local praperty taxes to stat(i, levied non- 
property ta^jies, A special study conducted for t:he Vleischmann Conmission 
estir^ates ,that between 2/3 and 4/5 of the present general aid is for such 
purpose.^ Its principle manifestation' is in the $310 per' pupil flat grant 

'extended to all districts regardless of local taxing ability. The effec; 
tiveness of distributing sufh a >arge proportion of tax broadening aid 
through a formula designed for equalization purposes will be questioned 
below. (Thrcughoat the paper, the existing percentage equalizing forr.ula 
will be considered a foundation formula. When adopted in 1962 it held great 
promise for bein^ something;-nore, but the ceiling on aidable expenditures has 
been kept so low that it has /functioned as the foundation program which it 
supplanted.) ( 

Tax broadening has becoke a second mission of state aid as real prop- 
eriy has constituted a smaller and smaller portion of the staters total 
wealth. Since the principal source of local revenue for both municipal and 



educational purposes is the property tax, prppo.rty tax rates would be 
unbearable in all but a few corn-njni £ies if iVv;ere,not for stite aid vmich ^ 
Is derjved frof:: other classifications of. wealth. - The property tax is re- ^ 
gressive in incidence {taxes the poor relatively more than the rich). Revenue 
collected at the state level, primarily from sales and income taxe*, tends 
to be proportional to slightly progressive in incidence. Contemporary , 
thinking favors tax' s-tructures which are overall progressive. Because of 
its regressive nature, and because at its present level it amounts to an 
a"lnost confiscatory 30* excise tax on housing, there'is gej^eral agreement 

among economists and public finance authorities that. there Is an over-reliance 

ft 

upon the pr^operty tax.^ !t is, therefore, considered dftsirable to reduce the 
portion' of school revenue derived from .the property tax and to increase the* 
propflttlon derived from non-property taxes. ^ • 

It.js conceiv.able that s'uch a shift could 'be accomp'M^hed by authorizing 
local school districts to levy non-property taxes. Considering the domination 
of non-property taxes by the state and federal governii^ents and the difficulty 
of collecting sucl^ taxes at the Vocal level, such an approach is being dis- 
counted. This leaves increased participation in school 'financing by the 
state and federal governr.^nts as the only viable means for reducing the role 
of the property rax on school financing. The tren^ over the last five years 
has been precisely the opposite of that desired. Sint:e the close of Uorld 
War II, state aid had increased in New^York from 322 of total exoenditures to 
48. 3S in 1968-69. Since that time the percentage has receded to 42. 8:-^, the 
lowest point since il951-62. Less than 5^ of total expenditures are cerived 
fro.'n federal aid leaving over half of the cost to be raised locally, pri- 
marily through property. One cannot' contemplate increasing the state's par- 
ticipation in school costs, however, without*^also considering the financial 
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crisis of the. state. In this respect the pnospccts of federal aid are en-' 
couraging, even through a general revenue sharing procedure. 

In any event, it is highly unlikely that the property tax will be re- 
placed in the near future. It presently, produces over $2 bill/ion per yvor 
for schools alone in Hew York State. The economic displacerrrent v;hich v;culd 
r^ult from suddenly raising this amount with non-property taxes is too great 
to contemplate. For this reason it is imperative that the property tax re- 
source be used as efficiently as possible. The quality of adininistration of 
the property tax varies markedly throughout the state- The state passed 
important 'legislation in 1971 to improve sufih administration, but substan- 
tially more needs to be done. But no matter how well the assessing of 
property is carried out, as long ^ taxing units are highly fragmented, there 
will be a great deal of variation in the amount of the property resource 
available for the support of educational services, district by district. This 
result-^ M\ unoer taxation of property resources in "some districts anti oveV 
taxation in others. • ' * • 

In sutiwary it can be said that state aid Is necessary only because of 
the state's early decision to decentralize the adninistration and finance of 
i ts" educational function. Given decentralization, state aid is then required 
to restore equity within the grid of local school districts in terras of edu- 
cational inputs, outputs and effort. The diminishing Importance of real 
property as a coT.ponent of taxable wealth leads to a second irportant mission 
of St te aid, that of tax broadening. 

Inequities of the present fjormula . The inequities of the present ar- 
rangeinent for financing school services have been dOidumantod ad nauseum . The 
purpose of this se.ction is merely to summarize what has been, well established 
through thorough investigation elsewhere. 
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The najor flaw ir the present financing arranQc:nent Is the extent to , 
\;hich the state rel 0£ on the schoo] district for naking fiscal decisions and 
raising school revenue. There "is no rationale .for the size and character of 
districts other than historical accident. As a result, s&;iie are very rich 
while others are very poor. Many are all white; a fev/ are largely bi^ck. 

A 

Soire are docninantly upper middle class; others are rural farm. Few school 
districts, if any, represent the rich diversity of the state. The range 1n 
fuU property valuation per pupil is 'from $4,000 to $210,000. This has a 
profound lirpact at the district level upon the amount of resources nade 
available for schooling purposes as is shown by Table 1 reporting data for 
1970-71. Average expenditure per pupil (column 4) increases for each cate- 
gory from $894 to $1,608 as taxable pi'operty wealth increases (colurins 1 and 
2). For the lowest wealth category to finance a pro^rani equal to that found 
in the highest category would require a ta)« rate of $59.73 per $1,000 of full 
property v^alue (column 6). The highest category districts finance that, l&vel 
progra^n with a tax rate of $19.59. All districts below the state average 
valuation per pupil ($33,700) would require a confiscatory tax rate to finance 
a $r;60a. progij'am. Obviously Inputs and effort are nofi equal i2ed. 

State aid is supposed to conipensate for variation in local taxing power 
but it doesn't. As already noted, as much as, 4/5 of state aid goes for tax 
broadening purposes. Because^ the basic formula is designed for equalization 
purposes, neither equalization nor tax broadening objectives are adequately 
served by this practice. The nost serious anti-equal i zation features of the 
present formula are the $E60 per pupil ceiling on expenditures approved for 
state aid, the $310 per pupil flat grant, Indefi ni te^ave-harmles^, provi- 
sions, <and the 90X sharing limitation. 

Because of the low level of the "ceiling" and because of .the wide 
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variation in the ability of schoo: districts to raise property taxes, the 
ceiling has kept expenditures down in poor districts at the. expense of pro- 
gram and has done little to check the luxurious tastes of wealthy districts. 
In 1969-70, with an aid ceiling of $850 per pupil, operating expenditures 
ranged fron: $633 per pupil to $3,335 w*:h a state median figure of $1,097. 
Even in reinoving the extreme oeviates, the range was substantial. The lOtti 
percentile district expenditure waS' $790 Compared with $1 ,305 for the 90th 
percentile district. The expenditure cap between these deciles has grown in 
three years froa $515 in 1969-70 to $^6d0. 

The inability of present procedures to effectively provide either^ equal- 
ization or tax broadening assistance are' illustrated by columns 7, 8 and 9 
of Table 1. Column 7 reports what the average expenditure )eve] for each 
category would be given their actual tax rate (column 5) and assuming full 
Csualization with 47.531 state aid Itax broadening) in the district of average 
state wealth. In comparing columns 7 and 8 it is readily seen that the 
acijal revenue (column 8) is considerably less for districts^ under $44,000 
full value per pupil. Districts in the above $44,00[) cat^ories are mostly 
large cities, middle class suburbs, and industrial enclaves. Except for 
large cities, "favored" treatment for these districts cannot be justified on 
educational grounds. It is to meet the unique needs of New York City in par- 
ticu>ar that a major source of inequUy has been -perpetrated, the flat grant. 
On the basis of fuU property value per pupils New York City appears to be 
wealthy by btate standards, yet its financial needs are well documented. The 
City is a very important part of the state and its uniqueness deserves special 
attention but not necessarily, tnrough the general school aid fonr.ula. It 
provides^sxhQOling for nearly one-third of the state's public school children; 
it spends pearly one-third of all elementary and secondary school funds; it is 

- 9 - 



i 



the home of over 40% of the state's total population; and it possesses cvcr 
A0% of the state's wealth. In meeting New York City's special require:- jn is 
through a formula designed to equalize full prop^ty valuation per pjpil, 
however, millions of dollars are thrown Into districts v/hich have no unjsjal 
need but which » on jthe contrary, have unusual ability to ger.erate t^x nonies 
locally. 

The time has come to recognize ti.e limitations of general aid and to 
use more freely categorical aids to meet special circumstancecK There is 
much" precedent for such Including the present 'transportation aid and forr.er 
special aids'to children with va^rious handicaps. ^, In a study for the 
Fle.ischmann Convnisslon, Arvid Burke goes so far as to suggest that the 
Legislature SMOuld handle New York City's financial needs totally apart from 
any formulas which apply .to the rest of the state. Ha concludes, "The data 
presented here do indicate that if the [Diefendorf] law had been 'allowed to 
operate without special provisions, the error in the distribution between 
large cities and suburbs- g./nerally would have b5en much greater than it has 
be^."^ 

In summary, the present state aid fonnula does, not adequatelyaccofr.- 
plish eUher of its major missions, equalization- and te.x broadening, nor is 
It fl^exible enough to meet the extraordinary needs of some districts. The 
greatest inequities in the formula Uself have been created by the at^en^ptrs 
to meet extraordinary* needs of a few districts; especially New York City, 
through general fonlula modifications. It is suggested that categorical 
type aids are a more appropriate ro'jte for recognizing -such (leeds^ 

The Fleischmann Commission Recomrnendations . In recormending full state 
su^Hoi t wT a -niform expenditure level, the fleischmann Commission set forth 
several guiding prii\c1ples. These include: . • • 
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. The Cownission believes^ that the responsibility for 
raising educational revenues belongs to the state. 

. Centralization and decentral veation are not mutually * ^ 
contradictory concepts; it is clearly possible to * 
have centralized financing and decentralized policy 
making. 

. While an equitable distribution >plan requires that 
educational expenditures Tor any child be a product 
of the state's total wealth rather than. the wealth 
of a single school district, neither ^legal nor 
mora*) principles require Identical educational 
expend j^tures for each child in the state. 
. While equality o^ expenditure in accordance with » ■■ 

some reasonable e^ational standard may not 
inevitably result in higher quality education, 
we feel that such equality is the essential first 
step toward achieving that goal. 
The Conmission recomended establishing the uniform expenditure level ini- 
tially. at an amount'equi vaVent to the expenditure of the 65th percentile 
district ($1.,036 for 1969-70). Revenue to finance the program would be 
drawn from the state's general fund and a state levied tax on property at 
^ tne rate of $20.40 per $1-,000 full valuation. To meet extraordinary edu- 
cational reeds, the Commission proposed an additional allocation from the 
state's general fund equal to 50* of the uniform support level for each 
child in a ili strict classified as being belovif minimum competency \f reading 
and arithmetic skills as determined by the state's Pupil Evaluation Pro- 
gra.i (PEP). 



The greatest difficulty with .the Ccr.nission's recormendations arises 
over the definition of "some reasonable educational standard." Equal inade- 
quacy Is'^^Mittle value to anyone. On the ether hand, the state cannot afford 
equal opulence. The Fleischnahn Ccmntssion assumes that the 5tat2 Legislature 
is cofiipetent to define an "adequate" standard of education and that having set 
the standard (in dollars and cents, not in terms of prograin) cooiparable ser 
vices can be purchased throughout the state. Fifty years of experience with 
foundationj|id formulas rnake the first assumption unacceptable. A cursory 
review of economic statistics reveals the fallacy of the second. A single 
expenditure level for all children of the state could well condc-nn all 
children of the state to an Inadequate level of schooling. 

In thfory, under 2 £y?terR.of foundation aid, the characteristics of an 
adequate miniinum educational pro^rarrT^a^e de. ined by the state. The cost of 
such a program then l^canes the foundation support level. The theory has ' 
prQven tc be Inoperable. The differences between the foundation concept and 
the Commission plan are that the educational programs defined under the CoTn- 
missloJi plan wou)d be somewhat in excess of an "adequate minimum rceasure" 
and that local districts could not use their own resources to enrich the pro- 
gram. The same difficulties encountered in defining a foundation program 
will be encountered in defining a uniform support level. It was never possible 
to describe the characteristics of an adequate minimum program suitable for 
all school districts and for all children under all circumstances in the stat/^. 
If such had been defined, cost variations within the state precluded the 
establishment of a single foundation support level. In practice, the founda- 
tion Support level turned out tc be a political comprotrise fprged by pressures 
generated by school people and advocates of other interests on the legislature 
and the governor with^-» the ecolTomic constraints Inherent in the state's tax 
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coUecting capacity. \ 

Since the foundation level tended to lag far behind actual -expenditures, 
the definition of an adequate educational program was actually left to each 
school district within the constraints of its own resources. In this poli- 
tic, il process, advocates of quality educational services have consisted pri- 
marily of school related groups. Their arguments and their effectiveness in 
securing economic resources for public education was greatly enhanced by 
their ability to draw on the data generated by the decisions made by 741 
independent school districts. To remove all local discretion in establishing 
expenditure levels would remove from advocates of quality services their most 
potent lobbying weapon thereby leaving resource allocation- decisions to be 
inade largely on other grounds. The CoJfeiiission itself recognized that there 
is no absolute ^standard of educaMonal services. In setting $1,036 as "the" 
expenditure level for the state, it drew on the collective wisdom of the 741 
independent school boards and selected the 65th percentile of actual prac- 
tice. But if the CotTiniss1on*s recommendation is accepted, there wi'll never 
again be an experience test of the adequacy of the single prescribed support 
^level. 

In essence a uniform support level would continue the state in its 
present situation but without the safety check on state inaction provided by 
local initiative to supplement state aid. For a variety of reasons, the 
Legislature does not always respond every year to normal financial pressures 
on schools. This is dramatically illustrated by Figure 1 which shows -the 
annual rate of change in ri?venue from state and local sources. Changes in 
local revenues run counter to changes in state aid. When the state does not 
act, the school districts do. Annual changes in state and local revenue 
range rather widely between 1 and 22%. Because of the counter effect, total 
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revenue fluctuates much less, ranging between 8 and 16*. It is assumed here 
that a regular expenditure pattern is-\ ...erable to an irregular one. 

One could argu"* that the state behaves in an irregular fashion because 
it realistical .y depends on local school districts and that if this option 
were removed, it would respond regularly. In any event, one decision replaces 
741. On the surface this is the height efficiency - If the state Legis- 
lature were Infallable. Unfortunately, It is not. Like the girl with the 
curl , when a legislative decision is good, it is very very good, but when It 
Is bad, It Is horrid. Local school districts are not Infallable either, but 
when there are 741 decisions, the law of averages Is working to dilute the . 
bad decisions. They effect relatively few children. (Nothing in these 
statements should be xons trued as suggesting that 741 is the optimum number 
of school districts for the state. The thrust of the argument Is that 
de^cntral 1 2;ed f 1scal;d§cisi on-maki ng holds certain attractive advantage: 
over centralized decislfin-making.) 

Further, a single state expenditure level fails to recognize cost / 
differentials In the state. In 1972 the mediiin expenditure for New York City 
suburbs was $1,435; for New York City, $1,283; for upstate cities, $1 ,0&9; 
for upstate Suljrban districts, $991; and for 'upstate non-suburban distj^icts, 
$992. The difference between upstate and the New York City metropolitan area 
Is substantial, probably reflecting differences in costs rather than dlffer- 
ences In program quality. (The State's PEP program reveals little differeijce 
1n pupil achievement^ among regions. Qual>itative*differences are more likely to 
be reflected by variations of expenditures wi thi n regions . ) New York State has 
at least two cost areas » the New York City Metropolitan Area and the rest of 
the state. Probably several others could be identified upstate. Any state 
aid scheme must be sensitive to these differences or it will either under- 
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finance one area or overfi nance the other. An aUernative proposed by the ■ ' 
Syracuse University Research Corporation (SURC) would adjust a unifonr, aid 
level by a regiona] cost of education index. ^ This is preferable to a single 
aid level, but, at best, inde^tes can only provide gross corrections. In the 
case of the SURC study the index for each re'^ion was computed by dividing the 
state mean salary by the regional mean of salaries at the 25th, 50th» and 
75th percentiles. At worst, indexes become political footballs. Once insti- 
tuted, experience shows that 1t Is very difficult to update or to eliminate 
indexes as conditions warrant. 

Finally, permitting variation in loc^l expenditures enhances the power 
of' local school districts in accommodating local preferences^ This'can be 
done to only a limited extent within a uniform expenditure level. With no 
absolute pedagogical principles to q\ii<^e educational decision makers, valuable 
empirical evidence may be gained througih the encouragement of a variety of 
educational programs £Ven when some are more costly than others. From a^ 
political standpoint, such a procedure certainly holds the potential for 
reducing social stress in that the interest groups which must be satisfied 
withinr any given school district are less than for the state as a whole. 

In summary, this analyst sees as the major weakness of the Co^r.-n^ssion ' 
proposals its recommendation of a uniform expenjiiture level for the entire 
state. With no absolute pedagogical standards » It is suggested that the net 
effect of many independent decisions effecting small groups of children Is 
preferable to a single decision made at the state level. It is also argued 
that, even if there were an absolute standard, cost variations would preclude 
setting a single expenditure figure for the entire state. While gross cor- 
recl!'^'"" r^y '^ade via the Index route, it is preferable to allow some local 
discretion for making finite adjustments. A limited amount of local discretionary 
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authority in setting efpenditure levels permits the district to meet higher 
costs because of unique TQ^clil^^^iditions without unduly complicating a formula. 
Such discretion also permits accormudation of local priorities which are dif- 
ferent from state priorities. ' - 

Power equalizing . "Power equalizing" is a tefm coined by Coons, Clune 
and Sugarman in their influenti^ book. Private Health and Public Education . 
The book analyzes the inequities of public school finance in the United States 
and Proposes legal strategies for sieeking judicial relief. The court deci- 
sions In California, Minnesota, Texas, Arizona and New Jersey stand In testl- 
' mony of the effectiveness of their arguments. The authors Iden^fy 'two 
essential characteristics of a power equalizing system of state aid. 

•First, any right of subunits of the state to be 

relatively wealthy for educational\ purposes is 
' denied. The total financial resources of the 

state should be equally available tip all public; 
^ school children^" Ultimate responsibility for 

^ . public schools is placed squarely wi\th the 

state. Second, on the other hand, tne units 

should be free, through the ta^jiflg. rn^^hanism, ^ 

to choose to shar^ various amodhts ofi-the 
' state's wealth *(by deciding how hard they 

are willing to tax themselves). 8 

These two conditions would be realized by making the ^tate responsible 
for a percentage of a school district's budget (locally determined) as cal- 
culated by some variation of the following formula: 

school district ability 
State A)id Ratio = 1.000 - state average ability \ 

As written, the ''atio derived from the above^for*mula would be negative foi* 

all districts of ufeoyjb average wealth. Such districts would have to pay a 

portion of their local tax collections to the state which would help defray 

the state's cost of compensating districts of below average wealth. The above 

formulai satisfies only the equalization mission of state aid. The tax 
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broadening mission can be satisfied by adding another variable to the formula* 
the percentage of school costs to be raised locally by the district of average 
wealth. {In the above formula this percentage is assumed to be 10035.) The 
revised formula becomes: ' " , 

( X raised locally ) 
State Aid Ratio = 1.000. - ( by district of X school district ability \ 
^ ^ { average wealth . state average ability ] 

As the percentage to be raised locally drops, the amount of tax broadening aid 

Increases and the number of districts having to pay' negative aid decreases. 

Expenditure levels of school *J1str1cts are a function of effort alone 
untier such a system. Returning to Table 1 for purposes of yiustration» 
column 7. reports the expenditure level which would be realized through a power 
equalization formula (assuming 47,5% state sharing of costs in a district of 
average wealth ffir the state) given the tax rate reported in column 5. In 
th'b uxanii^ic, *any district regardless of its wealth would realize a $1,270 
expenditure level, with a local tax rate of $18.33 per one thousand dollars of 
full valuation. Likewise, a tax rate of $23. £6 would yield t^eyenue in the 
amount of $1,653 per pupil. Power equalization cultivates the freedom of 
local ^hool districts' to vary in the quality and character of their educa- 
tional offerings. Because the artificial stimulants to high expenditures, 
relatively high levels of wealth, are removed, the range of expenditures among ^ 
school districts would be reduced. Variation in expenditure should become 
random with respect to wealth-* <• . 

The present New York State formula Is frequently thought' of as being 
a power equalizing formula of the "percentage equalizing" variety. It is not 
because of the many restrictions placed on the free operation of the formula 
Including: the $860 ceiling on aidable expenditures* the 9jp% limit on state 
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sharing, the $310 minimum guarantee, and save-harmless provisions. To qualify 
as a power equalizing formula, these would need to be- eliminated and negative 
aid instituted for districts with a computed negative aid ratio. 

Coons, Clune and Sugarman recognize that under such a system, children 
In One school district may receive a better or worse schooling than those In 
another district. They view this as being one of Its attractive character- 
istics in that It permits parents to select*school districts In which to live 
whtch match the educational aspirations they have for their children. They 
see this as stimulating parental Involvement In local school matters. The 
Flelschmann Commission, on the other hand* termed power equalizing as an 
Inadequate aUernatlve because of the expendl ture variation It encouraged. 
They wrote: 

The quality of a child's education should. 
In our view, be no more a function of how 
highly his neighbors value education than ^ 
how wealthy they are.' 

In responding to the idea bf uniformity In expenditure. Coons, CliK\e and 

1 Sugarman state: "We do not oppose uniformity as unfair, but inerely asNjnwIse, 

10^ 

largely because we pretfer to stimulate local Incentive." 

This analyst Is Impressed with the arguments of the advocates of power 
equalizing although he wrinot Justify the' range of expenditures which exist 
in f(ew York State. In removing tbe artificial stimulants to high expenditure 
it Is reasonable to believe that this range will be reduced, but to what 
extent is unknown. This analyst is also impressed with the Commissloh's ar.r 
gument that the quality of a child's education should be no more a function 
of his neighbors* educational aspirations than of their wealth. This, coupled 
with the Increasing evidence of the tenuous link between expenditure level 
and pupil performance, would argue for at least control over the extremes of 
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school district expenditures if not for the establishment of a uniform expen- 
diture level for the state. ' 

In summary, the present system of school finance makes the expenditure 
per pupil of school districts a function of their taxable wealth and of their 
tax effort. Power equalizing removes taxable wealth as a variable leaving 
only their tax effort. The Fleischmann Comniission's recotnmendation of a uni- 
form expenditure level removes this last variable thereby bringing about 
equality of expenditure and effort throughout the state. 

An Alternate Proposal 
Guides for designing a school fi nance _prog ram . Growing out of the 
above discussion, the following are recommended by this analyst as guides for 
designing a school finance program. 

1. The state has overall responsibility for the provision of 
educational services. 

2. The state may define acceptable perfonrance standard| for 
educational institutions. 

3. The state may define expenditure constraints for school 
distr-icts In the light of state resources. 

3a. Wide variation among districts in educational expen- 
ditures cannot be justified in terms of societal 
Interests . 

3b. Economic, social and environn^ental variations in 
the state preclude the establishment of a single 
expenditure level for the entire state. Local 
authorities are in the best position to make 
fijilte expenditure adjustments. 
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3c. Since there is no absolute standurd of an adequate 
educational program, limited local discretion pro- 
vides state authorities with data critical to the 
establishment of realistic expenditure ranges. 

A. Within established constraints, the taxing ability for each 
school district should be equal to the taxing ability of the 
whole state, i.e., a given tax rate in any school district 
should produce as much, but no more, revenue per pupil as a 
similar tax rate levied against all the property in the state. 

5. The state and federal governments should gradually increase 
the proportion of educational costs they provide through 
non-property taxes. 
\^ 5» The aid formula should automatically adjust to changes in 
educational costs, educational need, and local taxing 
ability, 

7, The relationship. between state aid and its objectives 
should be apparent. The implication is that more than 
one formula may be required to accomplish the objectives 
of the present operating aid. (i.€. , Aid for meeting 
extraordinary educational needs should be separate from 
aid to correct for the uneven distribution of wealth 
among*school districts and to relieve the burden on the 
property tax.) 

B. The cost of meeting extraordinary educational needs 
'should be financed -solely from state and federal funds. 

Of the elglit guides, only number 4 Is uniquely identified wUh power equalizing 
number 6 Is satisfied by such an approach; and number 5 may be easily 
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incorp(jrated Into the formula, Nuir-bers 2, 3, 7 and 8 are limitations on the 
free operation' of the power equalizing concept. 

The proposal presented below represents a translation of these guides 
into an operational school finance program. It includes: 

, a minimum support program below which no district nay 
spend financed from the state's general fund and man- 
dated property taxes; 
. a discretionary range of expenditure which is supported 
by state and local funds according to the power equali- i 
zing concept Indudingja negative aid provision whereby a 
) districts of extreme wealth pay to the state a portion 

of their property tax collections; 
, a maximum support level beyond which no district may 

spend; / 
, special aids for extragrdinar/^ducational needs. 
The objectives of the minimum support program, the discretionary range of ex- 
penditures and the nwximum support level are to mak^ available to every child 
In the state educational services adequate for meeting the needs of a typical 
child, to equalize the property tax effort, "and to distribute schooling costs 
between property and non-property taxes. The costs are financed through state, 
local and non-restricted federal (if any) funds. The "objective of the special 
aids 1s to provide adequate educational services for children with extra- 
ordinary needs. 

Minimum support program . A pure power equalization iormula renioves the 
economic impediments to Inadequate expenditure levels, however it does not 
guarantee the actual provision of such levels in school districts with 
unusually low educational aspirations. For this reason it is perfectly 



appropriate for the state to mandate a minimum support program. In essence, 
the existing school aid formula provides for full state financing of a mini- 
mum support program of $860. Revenue for this is acquired from the state's 
general fund and a mandated local property tax of 13.58 mills. While U is 
true that a district mc^^ levy less than this amount, very few pupils live In 
districts which have so opted. Because of the $310 per pupil minimum guar- 
antee of state aid, districts with wealth in excess /^f $40,500 per pupil 
enjoy a minimum support program aboVe $860, e.g., $964 for Oswego, $980 for 
New York City, $1,185 for Great Neck and $2,658 for Menands, This arrange- 
ment violates the equity criteria of the Serrano v. Priest type court rulings 
cited earlier and of power equalizing. One million four hundred thousand 
children are In such districts! one million are in New York City alone. This 
inequity could easily be eliminated by having the state le-vy the 13,58 mill 
property tax and distribute $860 per pupil to each district. Such a procedure 
would require $258,000,000 less frr>m the state's general fund than does the 
existing $860 program because the flat grant would be eliminated and tax 

.enclaves would be fully taxed. (The saaie level o-f savings could be achieved 
by levying the tax at the county level and having the state pay the difference 
between the yield and $660 times the public school enrollment in the county. 

=^The county would then make available to each school district the minimufn 
support program, ) • 

The $850 support level is useful for the purpose of seeing the trans- 
lation ^between the existing and plroposed systems. It is not useful for 
meeting the guideline of a self-adjusting formula in terms of educational 
costs. To accomplish thisTi\ Is proposed that the minimum support program 
be defined as that amount at oV above which BOX of the children of the state 
are educated. Using 1970-71 Expenditure data* this would be approximately 
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$950. Maintaining the specified average state sharing at the^r^anddt-ic: 
property tax rate would be 14. ^10 mills. To gradually decrease the reliance t 
upon the propei'ty tax, it is recoiiTi^ended that this levy be f rfi^ei^'.and that 
Increasing costs of the minimum support program be financed solely through 
non-property state revenue and non-restricted federal aid. 

Discreti o nary^expendi tiire range and :naxinr:u:n support level . A pure 
power equalization formula removes the artificial stimulants to hi^h expen- 
diture, however, it does not reir^ove the incentive, of what 5onie jnight view as 
extravagance. Per this reason it rr.ay be prudent to protect the state coffers 
with a maximum support levei even though the new economic constraints may 
render such a ceiling unnecessary. Initially it would be reasonable to 
establish the ceiling at the expenditure level at or above which 20* of the 
children are educated. In 1970-71 this amounted to $1,250. In subsequent 
years, as the minimum support prograin floats, it is proposed that the dif- 
fpruM^c i^wl.j^ci. the foundation anJ ceiling remain constant in absolute 
dollars, e.g!. If the minimum support program were i^t at $9.50 and the ceiling 
set af $1,260, the absolute difference would be $310 until the Legislature 
saw fit to change it. This has the effect of naintaining a discretionary 
range while gradually depressing the relative difference between high and Tow" 
expenditure districts. 

Expenditures within the discretionary range would be financed with 
state (and federal funds if revenue sharing becomes a reality) and local funds 
as determined by a power equalizing fonnula with the state {/federal) funds 
initially financing 492 of the cost in the district of average wealth. The 
percentage of state aid for expenditures in this ran^e would be detemined by 
the following formula: 

i 

V 
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District ful.1 property valuation per pjpil 
Percentage State Aid = 1.000 - .510 x State full property valuation per pupil 



Using 1969-70 assessment figures, districts with full valuation per pupil in 
excess of $63,500 would be in a negative aid situation. That is, they would 
have to pay a portion of their tax collections to the state. The net effect 
of this procedure is to make eve.-y district as able (but no more so) to finance 
a given program as a district of average wealth for the state. The. level of 
expenditure within the state established maximum and minimum limits would be 
determined by each school district. 

The DOwer equalizing concept frankly admits the futility of defining a 
single financial support level for the entire state and leaves It to local 
determination. The minimuirj support program coupled with state supervision 
protects children in school districts with low educational aspirations from 
an unacceptable (from the state's standpoint) level of services. Removing 
artificial expenditure stimulants and the maximufi* support level protects the 
state's resources from the possibility of extravagant tastes of a few dis- 
tricts. The state's levying of the property tax and the negative aid feature 
of the discretionary expenditure aid distributes the property tax burden for 
school purposes evenly throughout the state. High wealth enclaves would be 
fully taxed. Poverty enclaves would no longer be over taxed. As state and 
federal resources expand, additional relief to the property tax (tax 
broadening aid) may be granted by increasing the state aid ratio in the dis- 
trict of average wealth above ^9% and by freezing the property tax rate 
mandated for the minlrrurn support program as the level of the program rises. 

Special aid for extraordinary educational need . The minimum support 
program and discretionary aids equalize the local taxing powers of school 
districts and provide for tax broadening assistance.- They do not take into 



account extn ordinary edjcaticnal needs, hov.-ever. Chief among ttiL e is tne 
educatio;iany disadvantaged child. According to state figures, nearly cnc 
nil Hon children are classified as perforr.ing below minirr.um competence levels. 
Those are not distributed evenly 5r,:ong school districts, but are concentrated 
in large citiei;. Ihis analyst concrrs with the F]ei schrr.ann Cor.-riission thJt 
these children deserve special recognition in the state's school finance 
scheT^e. Essentially, following the Corrimi ssion reco^ri^^.endation, it is proposed 
that v^e state {fro^ state and new, non-restvicted federal funds) p^y to e,:ich 
district an amount equal to 50% of the rax^'nuni support level ti.T.es the nurber 
of below competence achievers. This noney should be used solely for low 
achievers to supplement their regular program but need not be distributed 
evenly among thpm. In making such allocations, it should be recognized that 
at this time there is no adequate pedagogy for deal injl^Jh educational depri- 
vation. Under these circyipstances, the state shfH^fa encourage school districts 
to spend compensatory money in a variety of ways and to carefully evalute the 
results. The state should [nonitcr the v;hole process in order to gain insights 
into appropriate schooling treatments for educationally disadvantaged children 
and to study the adequacy of this admittedly arbitrary adjustment, 

T.\e Flelschmann CoTnmission recorri-Tende that the number of educationally 
disadvantaged be determined through the reading and mathenatics scores 
ac^ieved by third grade youngsters in the state's Pupil Evaluation Project 
(FEP). It /urther recommended the eventual use of a reading readiness test 
given earlier in the schonl experience. For "the lack of better data, this 
analyst h^s used third grade PtP scores in estimating costs and distributions 
of such aid; however, he would prefer an index of social an6 educational dis- 
ac!\/u..i.Qyt. is less subject to n.ani pulation than standardized achieve^.ent 

tests. Even at the third grade level, there should be a substantial school 
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effect upon achievement. This procedure, therefore, awards ineffective 
teaching in addition to compensating for the child's i ni t i di sodvontageir.ent. 
Testing would not be wholly satisfactory even if a reliable reading readiness 
test could be produced since results can^ivary widely according to the care 
with which the tests are administered. To- guarantee uniform standards would 
require extensive and expensive state supervision. The number of ADC (Aid 
for Dependent Children) children might serve a^ a relevant measure, but there 
is considerable doubt as to whether or not the ADC program is administered 
uniformly throughout the state. There is ample evidence that the best single 
predictor of educational disadvantagement Is family income. The Comnission 
cornectly observed that such data are not available by school district. It 
would be relatively simple to begin to collect it, however. 

Existing aids continued . Preferably, the state aid ratio for discre- 
tionary expenditures should be applied to budgeted expenditures In i/hich case 
growth aid and current budget aid would no longer be needed. If the state 
prefers to base aid payments on last year's actual expenditures, these aids 
should b^ontlnuetj. Aid for existing buildings may have to be continued as 
Is for le^al reasons. Future buildings should be fi^nanced either wholly by 
the state or by the power equalizing concept. , Wi th the latter option, aid 
should be paid at the same percentage as 1t 13 for operating expenditures* 
Nega^tiVe aid on building costs should be in effect for unusually wealthy 
districts. Transportation aid should continue as a categorical aid because 
It is in fact an extraordinary expenditure. The percentage should be 
increased from 90% to 100% of approved expenditures. 

The transition ,. The economic dislocation would be too severe for some 
school districts and for the state if these proposals were instituted all at 
once. For this reason a gradual implementation Is recommended. The minimum 
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Support progra:Ti should be fully irrposed the first yQ^r^ For each district 
experierxing ir.ore then a 15% increase in expcrdi ture level, the Cc-v isiion:jr 
of Education should appoint a state overseer to assist the district in using 
Us availaM: resources wisely* Discretionary aid s'hould becono effective 
ifimediately but the negati-ve, aid prevision should be suspended the first year. 
In the second year, a negative aid ^^istrict would be subjeci t.o 1/5 of its 
commit^Tiept. The proportion of its comittrent which it must pay would Increase 
until in the sixth year it would be subj^t^o the full anount. The ceiling 
for districts spending above the r.aximun support level would be their expen- 
diture the year prior to the year the new procedures go into effect. The 
celling wbuld remain at that level until the maximurn support level floats 
above it. As for the special aid* 33.0% of qualifying aid should be paid 
the first yeari 46,4* the second and tin additional 13, 4S each year until the^ 
sixth year v^hen al.l aid to which a district is qualified would be^ paid. 

The cost . Based on 1970-71 data, the new cost to the state of f ull 
implenentation would be approximately $510,000>000. The -first ye^r cost 
weuld be approximately $390»OGO,000. If in full operation in 1972-73, state 
aid under this plan WQuld represent 48. C of projected total expenditures 
including those made from federal funds. The first year costs (with pdrtial 
Implementation) would raise the per cent of state aid from its "[971-72 level 
of 42.82 to flS.OaJ- These percentages ere not out of line with past practice- 
In 1968-69 state aid-equaled 48, 3;^ of total expenditu-i^ts- Costs to 'the stcte's 
general fund for New York City, upstate and the total state when the plan is 
in full operation are reported in Table 2. Costs of implementing the progra^a ' 
over a six year period are reported in Table 3. 
\ 
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Table Z. Cost to the State's General Fund for New York CUy. Upstate, 
anrf the Tc:j{ State When ihq Prosasec AUcrritivc Plan Is In 
CpcrdiiOn Sascd cn 1970-71 Oata. 



Total 

N.Y.C. Upstate State 



Act;ja1 ccst to t^,2 state's ^cnorjl furd of 
0;e^2i!pi3 LA?-:r.Ge -id i.r.n Sf63 cc.ling. 
S}'? Cir'. »-: •:*;'.e-^ar-'!e<;s_j'rovisic»PS ■ 


■ — w — 


Sl,3»5.? 


51 .63?. 5 


Estiritvji ccs: to tre state's sor,{*ral fund of 
5££0 T.inyrji sy3::rt program witFj no flat 
grant cr save*rvarTless provisions and the 
trdndateJ 13.53 r.ill property tax levied at 
the stftte or ccunty leveJ 


188.1 


1.186.S 


K374.6 


EstlrJted additlo.nal cat to the stage's 
gene'-al furd of ralstr.g the sr.inirLm supp&rt 
progra:: to S95C with r.o flat grant or save- 
hamless prcvisior.i and the "andated 14.40 
tr.iW prcrercy tan levied at \ne stale or 
cojn:/ level 


49,4 


163.7 


213.1 


Estimated addttionst cost to the state*s 
general furd of a ?Cfiir equalization 
fonr.jU for expenditures between i950 and 
SI 260 with 49: stat< «1d for a district 
of average wealth and wUh a negative aid 

■ provision 


78,0 


119.1 


197.1 


(Sub-Total) 


(315.5) 


(1,463.3) 


(1,784.8) 


Cost to tne sfate's'gcneral fund of existing 
progrars to aid cr^.ildren wno are educa* 
tfonilly disadvantaged 


104.2 


59.4 


163.6 


Estinated: additional cost to the state's 
general fund of raising special aids to 
5600,000,000 


222.9 


213.S 


436.4 


{Sji/-Totfl1) 


(327.1) 


(272.9) 


(600.0) 










Total cost to the state's general furd of the 
recoT-e.nded operating expense aid fonrulas 
<nd special aid 


642.6 


1 ,742.2 


2.384.8 


Cost cf existing iids continued (I.e.. Growth 
Afd, Current Budce; Aid, Building Aid, 
Tranip&rtdtion Aid and Handicapped Fup{U) 


88.7 


324.3 


413.0 


Total C5st to the stite's generaS fund of 
all aid progranis to schDOl districts 


731.3 


2.066.5 


2.797.8 


Present aid level (1970^71) 


570.3 


1.616.4 


2.186.7 


Kew money required 


U1.0 


450. 1 


611.1 


New naney required under Flelschnann 
Cc-r.ission Report (exdusiu^ of properly 
Uk credit) 


243. 6.. _ 


306.4 


550. Q 



Table 3. Costs to the State's General Fund for New York City, Upstate, 
and the Total State over the Six Year Implen^entation Period 
of the Proposed Alternative Plan. 









Aid 


Year 


t\i(i Modification 




N . Y . C. 


Upstate 


Total 


197D-71 


Actual Costs 




$570.3 


$1616.4 


$2186.7 


First 


no negative aid; 33.8% special 


aid 


657.7 


1920.4 


2573.1 


Second 


20% negative aid; 46.4% special 


aid 


672.4 


1949.6 


2622.0 


Third 


40% ne"gative aid; 59.8% special 


aid 


687.^1 


1978.8 


2665.9 


Fourth 


60% negative aid; 73.2% special 


aid 


701.8 


2008.0 


2709. a 

s 


Fifth 


80% negative aid; 86.8% special 


aid 


716-5 


. 2037.2 


2753.7 


Sixth 


Full operation 




731.3 


206615 


2797.'8 
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The prirjry difference between this proposal and the Fleischmann Com- 
r.ission recoxr^endations is the aid for di screti '\rtary expenditures. This po.ser 
equalizing proposal establishes a miniriim below the support level proposed by 
the Commissicn and a maximuci above that level. The property tax rate required 
to support tne- ( ^"'mission plan is $20.40 cDrnpared to $14,40 for the Rjinftnum 
support prografJTand $19.10 for the maxinuni support level. A strict adherence 
to the pov;er equalizing concept as set forth satisfies the equity criterion 
of the Serrano v. Priest and similar cases as well as does the Con'jni ss ion's 
recoHTTiendatiDn. The matter of equalizing the local property tax base would 
be taken care of once and for all. There are enough self adjusting elements 
1n the fonnula so that it would not be necessary for the Legislature to 
closely review it every year; yet there are sufficient safeguards, to protect 
state resc^rces from unreasonable demands. Every four of five years the 
Legislature should subnit the entire financial arrangement to careful review. 
The Legislature should be particularly sensitive to the shifting of the 
financial .burden of public education from propertjl (local)' to non-property 
(state and federal) taxes. It should also regularly review the effectiveness 
with which special aid is being used and the adequacy of the appropriations. 

In; establishing ■jffsKi mum and minimum support levels, this analyst opens 
himself to criticisms similar to those he levied against the uniform support 
level of th^ Cofnmission. There are important differences, however. First, a 
range of expenditures is permittecl sufficient to include school districts 
educating 60» of the children in the state when expenditures wero unfettered. 
Those who propose no limits have the uneriviable responsibility of justifying 
a ratio of high to low expenditures of 5 to 1 with the high expenditures being 
typically f^d 1n upper ''socio-economic status suburbs and l,ow expenditures 
being foun^ in lov/er socio-economic status rural communities. Ahen initially 
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placed in operation, by definition, 20'j of the children of the state will be 
in districts at the minimum support level and -80% v/ill be at the inaxirr.un sup- 
port level (or aboveMh the first years of operation). As inflationary and 
other pressures cause minirr.ufn support districts to increase their expenditures, 
the minimum support level auto-nati cally increases to includ^(l% of the 
children. The maximum support level increases by the same amount. If the 
pressure for increasing expenditures at the bottom are greater than those at 
the top, the percentage of districts at the maximum support level will drop 
below 20%. On the other hand, if pressures at the top are greater, the 
percentage will rise above 20% and the Legislature will have valuable evidence 
that the maximum support level is too low and needs to be raised. By the sar.e 
token, in the unlikely event that we enter a deflationary period, an excess of 
20% of the children In minimum support. districts would indicate that this 
level may be too high and should be lowered. ^ 

TiiC differences in political implications between this and the Com- 
mission's proposal are enormous. Under a uniform expenditure plan, every 
year every school district and every educational lobbyist will be putting full 
pressure on the Legislature to raise the expenditure level because every 
district 1s at that level. Under the po-^ver equal i zi ng plan, initially only 
those districts at the maximum support level (approximately 20%) would be^ 
pressuring the Legislature to increase it. If the bottom increases fas.ter 
than the top, the pressure will actually decrease. If the top moves faster 
than the bottom, pressure will gradually mount as rr.ore and m.ore districts 
arrive at the maximum support level. Eventually the pressure will becor::e 
sufficient to convince the Legislature that the maximum needs to be raised, 
Tnis certaijily would not become an annual event. 
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In summary, the pwer equalizing proposal .'iidximizes the strengths of 
central and decentral fiscal decision making v/hi le minimizing their weaknesses. 
The six year implen::entation schedule makes its costs reasonable considering 
the financial constraints of state 'and local resources and the educational 
needs of the state. 
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